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" . DEPARTMENT OF THE TREA
. ANTERNAL REVENUE SERVIGE
" WASHINGTON, D.C. 20224

Ta4 EXEMPT AND
GOVERNMENT ENTITIES
“UVISION

Date:

2 . + L.antai . i
NV 20 X  — |
: coo _ Identification Number: /
Contact un{ber:
.. Employer Identification Number:. h -
Dear Applicant:
We have considered your application for recognition of exemptidn from federal income tax; -

linder section 501(a) of the Intemal Revenue Code as an organization described in section
»501(c}(3). ‘Based on the information submitted, we have concluded you do not qualifyfor
~ exemption under that section. The basis for our conclusion is set forth below.

You were.incorporated under the laws of

Your /Articles of ~ -
Incorporation provide that you are “organized and shall be operater

consumers on products and services available over the internet.and in.their local city.” The artides -
further provide that "...the non-profit organization intends ta operate anjintemet web site known as - -

{ne public, at no charge,

as to products and services available: over thef Intemet, primarily from the . -

together. local consumers.

i the buying process and suppliers of the. broduct or service that the phrticular consumer/buyer is . -

seeking. You have further. described the. benefits of your services to consumers as follows: "save
iime, effort, money...mistakes; get free consumer help services; find the best of what they want;
enjoy fast & easy smart-shopping”. Your benefits to suppliers: "connect flirectly with real buyers; be
$een-as a consumer resource; way to create client relationships; get in on new way fo make sales.”

You:have stated that your primary.source of finandal support will be from Program Service
Revenue received from service sponsors plus contributions from the I public. You state that
< this time, you are not attempting to sign up service sponsors until raise your initial operating
*.nds from public donors which include wealthy individuals, corporati and possibly foundations.

Once your initial funding is in place, you will be looking for' seryice sponsors to fund your
operations. These will be businesses in the local area that want to cornect with local consumers -




e e

¥ . Mo are-in the proceésof raking a purchase. For example, if a conswnét needs a new mower or.
He has a legal: or medical problem, you will provide them with background '

asking the right question, and then offer. them a private and co

b web site. where they. can question the service sponsors that have : "ta provide consumers - -

. with information and prices, efc. Service sponsors wil pay a small fee ta.be plugged inta this
onsumer. loop, which will be used to maintain and upgrade your free mer intemet service, -

: You have, urged ‘potential suppliers to act now to Jjoin donsumer network as: é.
ke ‘community- sponsar. since. only. a salected number of suppliers will bq in each product or. service -
E; ﬁ ¢ . “category-and the first parﬁqipaﬁng sponsors 10 join will secure the best posi

M v

".Section 501(c)(3) of the Code provides for the exemption

) 1 federal income tax of | -
: frorganizations that are organized and operated exclusively for

of educational purposes.

Section 1.501(c)(3)-1(d)(1)(ii) of the Income Tax Regulations ides that an organization
. ignot organized or operated exclusively. for one or maore exempt pur  uniess it serves a public
.;'_'ather than-a private interest. Thus, ta meet the requirements of this subs ivision, it is necessary, for
'.;z8n organization to establish. that it is not operated for the benefit of private interests such as .
" esignated individuals, the creator or his family, shareholders of thg arganization, or persons
4l zontroliéd by such private interests. : ; : o

Section 1.501(c)(3)-1 (dX2) of the regulations pmvidesmat;‘me ferm "chan‘tabE"; is used in® -

: . i's generally accepted legal sense and includes relief of the poor and distressed and promotion of .* -
. ... hocial welfare through charitable activities. T :

. Section 1.501(c)(3)-1(e)(1) of the of the regulations provides that an organization may. meet -
I3 iherequirements of section 501(c)(3),.although it operates a trade or business as a substantial part -
- of its activities, if the operation of such trade or business is in furthefance of the organization's -

: “xempt purpose or purposes and-if:the organization is not organized or operated for the primary © .
Wpose Uf CaiTying i an, unrejated trade or business, as defined in section 513 of the Code. ©

Section 511(a) ot.;t"he.Codei;j_r'hposes a tax on the un;relatéq:ﬂ usiness taxable income -of:
«/ery organization described In sections 401(a) and 501(c). DR :

- . Section 513(a) of the Code defines "unrelated trade or busi

e conduct of which is not substantially related (aside from the

' inoomeorfundsortheuseitmk%.ofmaproﬁlsderived)tomee_
L rrganization of its charitable, educational or other purpose or function
| - *temption: under section 501, with certain exceptions not here relevant,

" as any trade or business

of such organization for

or performance by such
ituting the basis for its .

Section 1.513-1(b) -of the regulations provides that the term e or business" has the -
same meaning it has in section 162, and generally includes' any activity carried on for the
- production of income from the sale of goods or performance of servi It is further provided that, -
| activities of producing or. distributing. goods or performing services from which a particular amount
- .of gross'income Is derived do not lose identify as a trade or business merely because they are -
carried on'within a larger complex of other endeavors which may, orimay not be related to the




1, exempt purpose of the organization.

Bt - .An organization Is:not operated exclusively for charitable pur )
. + for exemption under section 501(c)(3, if it has a single non-charitable
. -nature, ‘Fhis is true. regardiess.of - the -number or importance ' of
* i.purposes. Befter Business Bureau v. United States, 326 U.S,
- = Fol j v, Commissioner, 324:F.2d 633 (8th Cir. .1963), .
. denied, 376 U.S. 969 (1964). Operating for the benefit of private pex
: charitable: class constitutes such a substantial nonexempt purpose.
!:-Uniin-States, 477 F.2d 340 (4ﬂ:1-Qig.‘. 1973), cert. denied, 413 U.S: 91

L .
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In order ta qualify. for exermption under section 501 (c)(3) of the
that you are both erganized and operated exdlusively for one or
yinthat section. Your Articles of Incorporation, satisfy. the. o:ganizajﬁ_o

. . .:program as described, your activities appear to be those of a factor
together buyers and sellers resulting in private benefit to both the bt
. .. primary.objective of a customer and the.participating merchant in thes
+ ", consurhmate an ordinary. commercial transaction through your facility.

- seller's;private interests are being furthered. In addition, by. charging. m:
 sefvices you ara engaging in an.ordinary trade or business unrelated:g
‘Being operated for such a purpose-is. a bar to exemption pursuant-tos¢

- . ! tharegulations. - R UL

-~

. ' business. amangement bétween the two, Since neither is a membef
“rclass, this represents a non-charitable purpose that is substantial in

10id DominionBox Co., Inc. v. Uniad States, botcited svove:

i . ‘Furthermore, your activities bestow a direct and signiﬁeqhti
+ ymerchants who pay your sponsor's fee. They have private-and:confi
: your. web' site to those consumers seeking their types of services. Thi

s substantial in nature, and therefore, is a bar to exerription under

{7act that your other activities may be educational in nature. Better

5 Because we belleve that your cperations will result- in su
ibuyers and sellers, is not an activity described in section 501{c)

jorgantzation exempt under that section.

Id Domi

-

organization's charitable

(303

(1973). -

6, you must establish - ..
 of the purposes described - -
Ltest. T

~middleman, bringing

and the seller. The

amangements js fo:
the buyer's and the

Despite the. absence. of written agreements with particibatiﬁg E{chanls, under the

rchants afeeforyour @ ¢ . -

-any-exempt purpose.

ction 1.501(c)(3)»1(eX(1) of -

1. . You are in effect serving as an agent to boih the buyer and|the seller by facilitating the -

of a .recognized charitable .
nature and would preclude.
- exemption under section 501(c)3) of the, Code. See Better Business Bureau v. United Stateg and". .-

ipetitive advantage on thase , - . .-
ntial direct access through. -

is also a private benefit that

Bureau, supra.

i private benefit to the

' tbuyers and the participating merchants, because your primary atﬁvmﬂw bringing together of
3) of

Code, and because you

. jhave not established that you relieve the poor and distressed or promote social welfars within the - |
. ymeaning of section- 501(c)(3), we have conciuded that you are .npt operated exclusively- for
{Charitable,, educational or religious purposes. We, therefore, | cannot recognize you as-an

» and thus will not-qualify .
rpose that is substantial in: -~ -
8 (1945);, Stevens Bros: .

. 39 T.C. 83 (1962), Cert. -
wha are not members of a .- .
nion Box Co.. In¢. v..'

-601(c)(3) despite the -




Acoordmgly, you do not: quahfy for exemption as an orgamza idn described in section .
- 501 (c)(3) .of the, Code and you must ﬁle federal income tax reums. | - _
, You have the. nght to. protest this. ruling if you believe it is lnoon’,ect ‘Ta protest you. should
- submita statement of your views to this office, with a full explanatson of your reasoning.- This:

statement, signed by one:of your. officers, must be submitted within 30 days from the date of thns'

Hetter. You also have a right to a conference in this office after your
. . mustrequest the conferénce, if you want one, when you file your
- be represented by someone wha is not one of your officers, that
C power of attomey and othenmse qualify under our Conference. and

ntis submutted You

raohoes Requlrements

i If you do not protest this ruling in a timely manner, it will be'

. Revenue Service as a failure to exhaust available administrative ri
of the Code provides, in part, that-a-declaratory judgement or. de
be issued, in any proceeding unless; the Fax Court, the United S
the District Court of the United Staites.for.the. District of Columbia defermines that the - -

: organization involved has exhausted admlnlstratxve remed»es avarla le to it within the lntemal

evenue Service. '

ldered by the. Internal

g if. we do nof hear from you. withm 30 days, this ruling will:]
T forwarded to'the Ohio Tax Exempt and Govemnment Entities (T E/GE
quesﬁons about your federal income tax status should be directed: 19:
. 877-828-5500 (a toll free number) or. sending correspondence to: lnt nal Revenue Servioe
oo ‘“T E/GE Customer Sérvice,: P.O. Box 2508, Cincinnati, OH 45201; . e appropriate State " .

Off‘ cuals will be notified of this action in accordance with: Code sectton 6104(c) T

office. Thereafter, any
that office, either by calling -’

. When sending additional letters to us-with respect o thls wse + you will expedite their - -
\ recelpt by using thefollowmg address ’

e final and a copy. wulllbe . '_

test statement. If yoiCare fo .,
fson will need to file a proper.:- - .

ies, Section 7428(b)(2)." '
under. this section shall:not: . :
Qourt of Federal Clanms or -

Internal-Revenue: Serylce o TN e e

T:EO: RAI&JC

Washmgton D. C 20224
: ;are shown in the heading of this. letter.
| . Sincerely

(ggﬂed) Robe tC Harpar, Jr

P , - Robert'C ‘Harper, Jr.
; . Manager,|Exempt Organizations
g " Technical Group 3 4

v If you have any.questions, pleasa oontact the person whose nafne and telephane number N




